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— 
KEY ECONOMIC INDICATORS 


All values in millions U.S. Exchange rate: U.S. $1.00 = 78.35 Bu francs 
unless otherwise stated 


% change 
ITEM 1970 1971 1972 1973 1972-73 


INCOME , PRODUCTION, EMPLOYMENT 

GNP at current prices 195.3 204.7 N.A. N.A. N.A. 

Per capita GNP $57.0 $61.0 N.A. N.A. N.A. 

No figures are available in this essentially subsistence agricultural economy for 
plant and equipment investment, industrial production, average labor productivity, 
average industrial wage, employment or average unemployment rate. See the 
narrative. 


MONEY AND PRICES 
Money and Quasi Money 29.47% 
Public Debt Outstanding ‘ 4.7% 
External Debt 8.9% 
External Debt Service Ratio 7 A. Ms 
Interest Rates: Commercial 
Banks Prime and Average 9.0% 
Interest Rates: Central Bank 
Export Credits 3.0% 
Import Credits 6.0% 
Import Credits for certain 
items of primary 
necessity 3. 07,*** 
Indices: 
Consumer Price (Europea: ) 232.2 
(4/63 = 100) 
Consumer Price (African) 141.3 
(4/65 = 100) 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves 2. 10 + 45.9% 
Balance of Payments 4. +207. 6% 
Balance of Trade 2. +190. 0% 
Exports FOB | 1 + 26.6% 
US Share 7 
Imports CIF 9 
US Share 4 


+ 8.5% 
= 15.38 


Main Imports from US (1970): used clothing ($375,000); motors and spare parts 
($300,000); trucks ($35,000). 


Footnotes: Figures as of end of year unless otherwise indicated. 
N.A. not available 
* as of 6/73 
** average for 1971/72 

kK as of 11/73 





SUMMARY 


Burundi is a small, landlocked country, French-speaking, lying 
in the central highlands of Africa at the crossroads between 
Central Africa (Zaire) and East Africa (Tanzania). It is among 
the 25 countries of the world defined by the UN as least devel- 
oped and is largely dependent on subsistence agriculture. For 
the past several years, coffee has accounted for almost 80 per- 
cent of export earnings. In 1973, 21,400 tons were harvested. 
Almost all of it was arabica "other milds" and, as usual, the 
United States bought the largest part--approximately 80 percent. 


The commercial balance, the ordinary budget and the balance of 
payments were all positive in 1973. Foreign exchange reserves 
also increased. In spite of these favorable signs, however, 
which are due largely to foreign aid and increasing world 

prices for coffee, cotton and hides (and only slightly to an 
increase in their production), Burundi must intensify its 
efforts to diversify and increase the production of cash crops-- 
particularly coffee and cotton--to take advantage of currently 
high commodity prices and to pay for increasingly more expensive 
imports. Increased exports, which were at an all-time high in 
1973, contributed to additional liquidity in the monetized 
sector and permitted greater purchases of consumer goods while, 
at the same time, raising the problem of inflation in urban 
areas. 


The Burundi market continues to be very small, and the tradi- 
tional lines of trade with Europe are strong and not easily 
altered. However, the American competitive position should be 
enhanced over the longer term by the two recent devaluations of 
the dollar. Products of potential interest to American 
suppliers include textile goods, machinery, foodstuffs, grains 
for the brewing industry and automobiles and trucks. 


A UNDP Minerals Survey Team discovered nickel deposits in 
Burundi last year which are said to be significant and several 
American firms have expressed an interest in their development. 
Other opportunities for investment are rather limited, but one 
possibility continuing to be studied is the construction of a 
first-class hotel and the general development of tourism. 





CURRENT ECONOMIC SITUATION AND TRENDS 
Coffee -- The Mainstay 


The monetized sector of Burundi's economy is almost entirely 
dependent on the export of coffee (78 percent by value of total 
exports in 1973--the same percentage as for the previous year), 
hides (10 percent--up from 6 percent in 1972) and cotton (4 
percent--down from 8 percent in 1972). The 1973 coffee harvest 
of approximately 21,400 tons was almost 2000 tons over that of 
the previous year, but did not reach the 1971 record level of 
25,000 tons. As world prices for arabica coffee (which 
accounts for almost 90% of Burundi's crop) increased by more 
than 1/3 during the period 1971-3, Burundi's total export earn- 
ings amounted to $31.4 million in 1973 (surpassing the all-time 
high of $24.8 million reached in 1972). 


In April of last year, OCIBU (1'Office des Cultures Industrielles 
du Burundi), Burundi's coffee quality control agency, was auth- 
orized to buy and export coffee. Exporting firms, both 

European and Barundi, can now be required to sell all unsold 
stocks of coffee to OCIBU for a remuneration pegged to the 
current market price FOB Dar es Salaam. 


Other Exports 


Burundi exported hides and skins valued at $3.2 million last 
year, an increase in value of 88% compared with 1972, thus 
displacing cotton as Burundi's second most important earner of 
foreign exchange. This dramatic increase is due primarily to 
the rise in the world price for hides, but was also influenced 
by the fact that many of the hides originated in Rwanda, which 
is currently trying to develop its own marketing capability. 


The value of Burundi's tea and mineral (bastnaesite and 
cassiterite) exports increased over 1972 levels, but their 
combined total ($760,000) represented less than 3% of total 
exports. Cotton, valued at $1.4 million, was the only disap- 
pointing factor in Burundi's exports last year, registering the 
fourth consecutive decrease in annual production, in spite of 
significant investments made by the European Development Fund 
(FED) in efforts to improve the crop. 


Projects being undertaken by the International Development 
Association (IDA) of the World Bank (which recently approved 





implementation of a four-year highway maintenance program) and 
the FED will continue to try to improve and develop coffee, 
cotton, tea and rice production. 


Export diversification continues to be a basic need in Burundi 
which is heavily over-dependent on coffee, despite a favorable 
short-term outlook in the world coffee market. A lack of 
incentive to improve coffee production would seriously impede 
hopes of economic development. 


Needed -=- A Population Policy 


These hopes are already challenged by one of the highest popu- 
lation densities in the world (approximately 325 per square 
mile) and by a population growth rate listed at 2.4 percent in 
1971. Production of food is a problem, with two thirds of the 
nation's land area now occupied and the reserve of cultivable 
land being rapidly exhausted. Although showing concern, the 
Government of Burundi has not yet formulated an official popula- 
tion policy. 


Financial Indicators Favorable for 1973 


Burundi's economy appeared to be in good financial health at the 
end of 1973. The balance of payments showed a surplus - $4 
million - for the fifth consecutive year and foreign exchange on 
hand =- $10.8 million - continued to grow. Burundi showed a 
positive balance of trade - $2 million - for only the second 
time since 1965, and the year ended with a modest surplus on the 
ordinary budget. 


--Although the Economy Relies Heavily on Foreign Aid 


Foreign aid receipts play an important role in Burundi's 
economy and balance of payments and official development assis- 
tance amounted to slightly less than $20 million in 1972. Of 
this, Belgium contributed about 1/3 while UN agencies, the IDA 
and the FED accounted for slightly more than half the total. 
Technical assistance and the aid contribution to public sector 
projects were approximately $10 million and $9 million. 
respectively, and program aid was valued at $0.4 million. 


Burundi remains almost entirely dependent on outside assistance 
for its major development projects. Receipts for the 1973 
ordinary budget were $32.5 million and included a slight 
surplus. The 1974 ordinary budget will be at about the same 
level, but will show a small deficit. 





In addition to the IDA and the FED, the UN and traditional 
bilateral donors have been joined by the People's Republic of 
China, which has initiated work on several projects (including 
a highway project and a hydroelectric dam) to be financed from 
a $20 million credit. To cover local costs for this project, 
Burundi created a National Office of Commerce last year, which 
will handle the importation of Chinese goods. 


Prices and Labor Costs Rise 


The cost of living index for Africans rose almost 8% during 
1973, while that for the European expatriate community, which 
constitutes a major factor in the demand for imported goods, 
rose more than 10%. Wage levels have increased only slightly, 
but fringe benefits can add an additional 40%-50% to labor 


costs. At present the legal base wage for laborers is 50 cents 
a day. 


In Commerce, A Shift from European to African Control? 
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From 1967 until 1973 a firm composed entirely of Barundi 
nationals enjoyed a monopoly on the import of salt, sugar and 
matches, although it finally lost the privilege in the face of 
public and media pressure over shortages and high prices. 
Nevertheless, the government's policy has been to encourage the 
transfer of more of the commerce of the country. into the hands of 
Africans and the GRB Ministry of the Economy recently announced 
that the issuance of import licenses for flour, sugar, beer, 
salt, cement and matches will be limited to national firms. To 
qualify for consideration as a national firm, both the stockholders 
and the capital of the firm must be Murundi. At the time of 

this writing, however, the majority of the country's commerce 
remains in the hands of Belgian, Greek, Asian, and other 

foreign merchants. The Minister of the Economy has recently 
renewed public assurances that no action against foreign mer- 
chants is contemplated. 


Several of Burundi's small number of manufacturing firms, most 
of them established before independence to serve a market which 
then included Burundi, Rwanda, and the eastern portion of 
Zaire, continued to operate at less than 50 percent capacity. 
Production of beer, Burundi's major manufacturing industry, 
continued to register an annual increase of’ 20% as it has for 
the past four years. Paint and wearing apparel production 
increased by a similar factor, although production of shoes 
declined slightly. 





IMPLICATIONS FOR THE UNITED STATES 


U.S. Firms Continue to Buy Most of Burundi's Coffee 

The United States has been the principal buyer of Burundi's 
major cash crop, coffee, for several years. Although figures 
showing the distribution of coffee sales are not yet available 
for 1973, it is likely that 1972 patterns continued, when the 
U.S. bought 79% of all of Burundi's coffee exports at a cost of 
$17.5 million, up from $11.5 million in 1971. By so doing it 
provided 67% of Burundi's foreign exchange earnings, as compared 
to an average of 62% over the previous three years. The only 
other significant buyers were the Federal Republic of Germany 
(which bought 7% of the crop)and the U.S.S.R. (4%). It is also 
likely that a certain amount of coffee sold to European buyers 
is eventually resold to the U.S. Burundi's coffee should 
remain attractive to potential American purchasers as long as 
it continues to reach American roasters each year before the 
arrival of competitive Central and Latin American milds. 
Transportation tie-ups at Dar es Salaam could create problems 
in this regard. Some well-informed local sources predict a 
normal (approximately 20,000 tons) coffee crop this year, 
although it is too early to know whether a short dry spell at 
the beginning of the rainy season will have any adverse effects. 


UNDP Minerals Survey Team Discovers Nickel 


A UNDP Minerals Survey Team discovered nickel deposits in 
Burundi in 1973, calling them "among the largest occurrences of 
nickel ores in the world." According to oral statements from 
government sources, the Burundi Ministry of the Economy is 
expected to issue a request for development bids later this 
year. Major problems to be overcome (if the deposits prove 
exploitable) include insuring adequate access to the sea and 
locating adequate power sources. Rough local estimates have 
indicated that construction of such facilities plus a concen- 
tration plant, roads, rail lines, and a small landing strip 
might, if everything works out, require an initial investment 
in the magnitude of $300-$400 million. 


American Exporters Hold Small Share of Burundi's Market 


During recent years U.S. exports to Burundi have run between 
$1 and $1.5 million per year, or roughly 5 percent of Burundi's 





annual imports. In 1973 they amounted to $1.4 million. The 
largest exports from the U.S. to Burundi are used clothing, 
motors and spare parts, flour and lubricants. 


In spite of the Embassy's small but active trade promotion 
program, the February 1973 devaluation of the dollar does not 
yet seem to have provided sufficient competitiveness for 
American goods to overcome traditional, Europe-oriented trade 
patterns. (In 1973 Europe supplied 69% of Burundi's imports, 
the Common Market--which continues to enjoy a 6 percent tariff 
preference--55 percent.) Import monopolies awarded recently to 
"national" firms may produce a shift in this trend. For 
American firms now considering entering the Burundi market, 
major import categories to consider would be textile goods, 
machinery, foodstuffs, grains for the brewing industry, and 
automobiles and trucks. Also significant are used clothing, 
paper products, and cigarettes. 


Investment Possibilities are Few 


In addition to the World Bank highway maintenance progran, 

other small public investment projects are anticipated and bid 
times will be watched and reported. Potential private 

investors in fields other than minerals have in recent years 
tended to be put off by limitations such as size of market, 
availability of skilled manpower, and lack of local capital. 
Burundi's investment code is considered liberal by African 
standards, and an Investment Guarantee Agreement was signed 
between Burundi and the United States in 1969. Although rocked 
by tribal strife for four months in 1972 and again in May 1973, 
Burundi has had more than seven years of stable government 

under Lieutenant General Michel Micombero. Several thousand 
foreigners are resident in Bujumbura, and commercial and industrial 
activities--including a considerable portion of the coffee 
marketing--are still largely in their hands. Sources of capital 
are being sought for a 150-room first-class hotel in the hopes 
of early development of Burundi's tourist industry. 


As an independent economy, and until such time as the effects 
of the above-mentioned mineral resource developments may be 
felt--which could under the best of circumstances take several 
years--Burundi will remain of limited interest to American 
traders and investors. 





Regionalization Could Provide a Boost 


Burundi's economic potential would be increased by integration 
into a wider economic community, particularly embracing a tri- 
partite association with Rwanda and Zaire. All three countries 
have expressed interest in greater economic cooperation, but 
substantive discussions have been stalled since late summer 
1973. 


Membership in the East African Community, for which Burundi 
applied in 1967, could also be helpful. 
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